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How to Kill a Trade Bill

President Bush Says Daschle TAA
Proposals “ Threaten Passage of TPA”

Freetrade isvita to America's economic future. Lowering barriers to trade with other nations
expands markets for American products and creates jobs for American workers. By encouraging free
trade agreements with other nations, Trade Promotion Authority (TPA) legidation will lead to higher
wages for American workers. While free trade creates new jobs, existing jobs are sometimes lost. For
this reason Congress has focused the Trade Adjustment Assistance (TAA) program on retraining
workers who lose their jobs to foreign competition and placing them into new jobs.

Y et the Daschle Trade Adjustment Assistance (TAA) proposal (part of the Daschle subgtitute
amendment #3386 to H.R. 3009), as it was introduced May 1, is a drastic departure from the intent
and higtory of the TAA program. It includes costly new entitlements never before included in TAA —
and never congdered in the ongoing bipartisan Finance Committee negotiations. Opposed by the Bush
Adminidration, it politicizes a program that has dways enjoyed bipartisan support. Even prominent
Democrats have taken exception to the amendment and to Senator Daschl€e' s lack of respect for the
committee process. Finance Committee Chairman Max Baucus sad:

“I did not agree with the way this bill was put down. | think it would be better if we
could work on a bipartisan basis”

Findly, in laying down such a controversa measure, Mgority Leader Daschle imperiled another
initiative that enjoys broad bipartisan support: Trade Promotion Authority (TPA).

Bush Administration Opposition

On May 8, 2002, the Office of Management and Budget released a Statement of
Adminidration Palicy detailing the Bush Administration’s opposition to the Daschle TAA proposd. It
readsin part:

“The Adminigtration strongly opposes the TAA proposd in the Daschle Subgtitute
Amendment. The expansions in the Daschle Subdtitute severely digtort the primary



purpose of the programs and hinder the ability of workers legitimately affected by trade
to receive the assstance they need. The Adminigtration is concerned that the Daschle
Subdtitute is very codtly, increasing the size of the programs by at least 300 to 400
percent. These expansons are S0 extensive and overreaching that they threaten passage
of TPA and an improved, effective TAA program. . .

“Findly, while the Administration understands that there may be a need to address
certain categories of workerswho do not currently quaify for TAA benefits, the
unprecedented expansions in the Daschle Substitute go too far. The Substitute adds
magor new categories of coverage that will be difficult to administer, many of which
have questionable links to trade. These expansons could severely interfere with access
to exigting benefits for workers truly impacted by trade.

“The Adminigtration urges Congress to address these concerns and quickly reauthorize
and improve the TAA programs. Authorization for these programs expired in
September 2001, and the Adminigtration is concerned that delay in reauthorizing these
programs could serioudy impair states ability to continue existing services. The
Adminigtration looks forward to working with Congress to ensure their speedy
reauthorization.”

(Adminigration criticiams of specific portions of the Daschle TAA proposd follow.)

Expanding an Entitlement Beyond Reason

TAA benefits are an entitlement currently available only to workers who are directly impacted
by trade. The Daschle substitute would diminate the requirement that workers be directly impacted by
trade in order to qudify for the entitlement. 1t therefore would expand the pool of digible workers well
beyond the intent of TAA.

. Under the Daschle amendment, taxpayers would pay TAA benefits to attor neys, accounting
contractors, payroll contractors, and consultants.

. The Daschle amendment would entitle these workersto TAA benefits even if the blue-collar
workers they serve, who are directly impacted by trade, never receive adime.

. Worse, taxpayers would be forced to pay to retrain wor kerswho wer efired, voluntarily
quit, or who are still employed by the affected firm.

In addition, the Daschle amendment expands the entitlement to include workersin any firm that moves
production abroad (current law covers only firms that move production to Canada or Mexico), and
specificaly includes job categories that have never been part of TAA.



Delayed Work, Ineffective” Training,” and Unfair Subsidies

Asthe Bush Adminidration notes, “The primary objective of TAA programsisto provide
training and assistance for trade-impacted workers to help get them back to work as quickly as
possible” TAA can provide no greater benefit to workers than preparing them for the new
opportunities crested by increased trade. Y et the Daschle amendment would make training programs
less helpful for workers and more costly for taxpayers. Further, it would delay workers reentry into
the workforce.

The Daschle amendment would encourage ineffective training programs by iminating current-
law requirements that programs be of a reasonable cost and convey skills that actualy help workers get
ajob.

. Under the Daschle amendment, taxpayer swould berequired to fund “training” programs
irrespective of their cost or whether they give workers marketable sKills.

. The amendment even would require taxpayer funding of any training program where anyone
else picks up any part of the tab.

While the Daschle amendment would waste taxpayer dollars, the injustice done to taxpayersis
minuscule next to the injustice done to the workers who participate.

Displaced workers often must go where the jobs are. While the Daschle amendment would
increase subsdies to those who must search beyond their immediate area for work, it underminesthis
provison by diminishing the incentive to look for work.

. The Daschle amendment would delay many workers decisonsto obtain training and
re-enter the wor kfor ce by lengthening the duration of the cash benefit entitlement from one-
and-a-half yearsto two years.

Another provison —anew wage subsidy entitlement for older workers — on the surface seemsto
encourage workersto re-enter the workforce. The amendment would augment the wages of certain
TAA-digible workersif their new job paysless than their old job. However, this program is wildly
unfair to other workers.

. Under this proposa, two colleagues could be working the same job and earning the same
sdary, but one would be earning an extra $10,000 over two years Smply because he lost a
previousjob to trade competition. In effect, thisamendment would tax the first worker to
pay an income supplement to the second.



While some provisons of the Daschle amendment are unwise, this proposd fals even asmple test of
farness.

Health Coverage: Restricted Choices —Help for Few

Higtorically, TAA has never provided workers with health benefits. In February, the Finance
Committee reported S. 1209, which would provide a direct federd subsidy for certain TAA-digible
workers health premiums, and would encourage states to offer Medicaid coverage to other TAA-
eligibleworkers. The Daschle amendment abandoned this ill-advised gpproach, yet ill offers digible
workers little more than a Straitjacket. The Daschle amendment would offer TAA-digible workers
(and sted company retirees, see below) a highly redtrictive tax credit for the purchase of hedth
insurance. The advancesble, refundable credit would cover 73 percent of the cost of a select few
hedlth insurance products.

The Bush Administration criticized the Daschle credit:

“The hedlth insurance credit proposed in the subgtitute is not an effective gpproach to
help workers obtain hedlth coverage that best suits their needs. Despite the high cost of
the subgtitute to the federal government and new mandates on states and businesses,
many workers would have few, if any, choices of coverage. Among other things, the
subdtitute prohibits use of the credit to obtain coverage in the individua market, and will
even force some TAA-digible workersto give up their exigting individua coverage.
Allowing trade-impacted workers greater flexibility to use the credit is one way to
lower the cost of providing coverage and to enable more workers to obtain the
coverage they need, without disrupting employer group insurance.”

Here swhy the Daschle credit would fail to help workers:

. The Daschle credit could not be used for individual health insurance chosen by
workers. Nearly al TAA-digible workers who buy coverage in the individua market would
be indigible for the Daschle credit. Instead, it would confine nearly dl digible workersto their
former employer’ s coverage or public and private health insurance pools.

. A hypothetical example provided by the National Association of Hedlth Underwritersillustrates
why this regtrictiveness means the Daschle amendment would do nothing for many
workersit purportsto help. A TAA-digible sngle mother of two children in Arkansas can
buy non-PPO coverage on the individua market for $212 amonth. Rather than let her gpply
the 73-percent credit to this coverage (and reduce her payment to $57 a month), the Daschle
amendment would require her to apply the credit to her former union plan. In Arkansas,
continuing coverage through a typical union plan costs $765 per month. With the Daschle



credit, her monthly payment ($207) would be roughly the same as what she could purchase on
the individual market without assistance, leaving her no better off.

. Thelimited cases whereworkers could choose their coverage are still grossy unfair.
A worker who purchased individud hedth coverage for five months before losng hisjob could
not use the Daschle credit to continue his coverage — he would have to switch plans to use the
credit. Only workersthat had individua coverage for six months prior to losing their job could
use the Daschle credit in the individuad market.

The only other option available under the tax credit would be to purchase insurance through public or
private pools.

. Many of the pools envisioned by the Daschle amendment would take yearsto dart, leaving
workers with fewer choices. The pools would be (and would have to be) subsidized heavily
with taxpayer funds. While states are creating these pools, the amendment would encourage
dtates to subsdize directly the insurance premiums of some workers —a danger ous precedent
that would permit an unacceptable level of gover nment control over workers health
insurance.

In the end, the Daschle amendment’ s promise of continued hedlth coverage for workersis little more
than achimera

Steel Workers. Inamgor departure from both TAA history and the bipartisan Finance
Committee negotiations, the Daschle amendment would extend its hedlth care entitlement to stedl
retirees. The Bush Adminidration has taken strong exception:

“The Adminigration opposes the Daschle Subgtitute' s last minute addition of hedth
insurance assstance for sted retirees. . . . TAA has never been aretirement program,
and the needs of sted and other retirees should be addressed in a different forum with
the benefit of proper committee consderation. A rough estimate suggests that adding
ded retireesto TAA programs could potentialy cost more than $300 million per year —
amogt twice the entire cost of the current programs. This would divert resources awvay
from the primary purpose of the TAA programs — retraining and re-employing
individuas dill in the workforce. This late addition of unrelated issues complicates
earnest bipartisan efforts to reach agreement on trade legidation.”

| ncr eased Bur eaucracy

The Daschle amendment creates a new bureaucracy at the Department of Commerce. At the
same time the Daschle amendment expands the entitlement to TAA benfits, it shortens from 60 to 40
days the time in which the Labor Department must determine whether these workers are digible—a



requirement certain to beget more errors. In addition, it places unnecessary and burdensome reporting
requirements on states.

Tripling the Cost of TAA

Edtimates released by CBO and the Joint Committee on Taxation (JCT) reved the cost of TAA
would soar under the Daschle amendment. While, according to the Congressiona Budget Office
(CBO), TAA funding will reach $425 million in 2002:

. The Daschle amendment would double the cost of TAA inoneyear. By next year, TAA
spending would reach $727 million, while the amendment’ s the hedlth care provisionswould
reduce tax revenue by $354 million.

. Under the Daschle amendment, spending under TAA would tripleto $1.3 billion in five
years.

The Daschle amendment also would increase taxes (by extending customs fees), thus CBO and JCT
edimate it would reduce the deficit by $882 million over five years.

How to Kill a Trade Bill

As he haswith so many other important pieces of legidation, Senator Daschle has taken two
initiatives with wide bipartisan support — Trade Promotion Authority and Trade Adjustment Assstance
—and poaliticized them. The Senate should reject this gpproach, split the two pieces of legidation, and
consder each with workers— rather than politics—in mind.
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